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1) Does the Company's audit committee pre-approve all permissible non-audit services and air 
audit, review and attest engagements required under the securities laws? 



2) At thelfme the accountant was engaged to render any service described above in the previousN J ^ 
question, had the engagement been pre-approved by the ^on^P^^y's ^^ jit committee? J 



3) Was the engagement entered into pursuant to pre-approval policies and procedures established b^^ 
the audit committee of the Company? 
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/Under SEC rules, the audit committee must pre-approve all permissible non-audit services and all audit, review 
or attestments required under the securities laws. Additional SEC rules provide that the Company's primary 
accountant who prepares the Company's audit will not be deemed independent of the Company if it provides 
certain services to the Company. 

This memorandum discusses the rules and regulations of the SEC mentioned above and also reviews permissibl( 
services. 

The rules discussed herein apply to SEC regulated companies, including foreign private issuers (as defmed in 
Exchange Act Rule 3b-4). f 
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/(A.\Ap proval of Auditand Non-Audit Services.} 7.1fe 

yiB. SEC Rules. 



1 . The SEC adopted Rule 2-0 1(c)(7) of Regulation S-X to implement Section 202 of the 
Sarbanes-Oxley Act of 2002 ("Sarbanes-Oxley") which rule requires that the audit committee 
pre-approve all permissible non-audit services and all audit, review or attest engagements 
required under the securities laws (SEC Release No. 33-81 83; January 28, 2003) (see Section 
A 5 below for definitions of the highlighted terms). 

2. The Rule requires that before the accountant is engaged by the Company or its subsidiaries 
to render the service, the engagement must be: 

i. approved by the Company's audit committee; or 

ii. entered into pursuant to pre-approval policies and procedures established by the audit 
committee of the Company, provided the policies and procedures are detailed as to the 
particular service, the audit committee is informed of each service, and such policies 
and procedures do not include delegation of the audit committee's responsibilities to 
management (Rule 2-01(c)(7)(i)(A) and (B)). 



J 



\ fsJThe audit committee may establish policies and procedures for pre-approval provided they 
"are detailed as to the particular service" and designed to safeguard the continued 

independence of the accountant . 

t<r 



^rie or more audit committee members who are independent directors may be allowed to 



pre-approve the service. Decisions made by the designated audit committee member(s) must bet 

reported to the full audit co mmittee at each of its scheduled meetings. 

5. Definitions. Set forth below are the key definitions for the terms used in Rule 2-0 1(c)(7) 

of Regulation S-X: 

^Tj Audit iiervices. fhe Rule recognizes that audit services are broader than those 
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services required to perform an audit pursuant to GAAS and include services related to j 
the issuance of comfort letters and services related to statutory audits required for 

insurance companies for purposes of state law as audit services. - 



f 



\\. (Audit services also include services pcnorraea lo rumll ine accountant's 

esponsibility under GAAS. 

\lbf In some situations, a tax panner may be involved in reviewing the tax 
accrual that appears in die company's financial statements; since that is a 
necessary part of the audit process, that activity constitutes an audit 
service. I 



c. Complex accounting issues may require that the accounting firm consult with 
"national office" or other technical reviewers to reach an audit judgment; 
this activity constitutes an audit service (whether the firm separately 
charges for that consultation) since it is a necessary procedure used by the 
accountant in reaching an opinion on the financial statements. 
' ^i. Non-Audit Services. Section 2(8) of the Act defines "non-audit services" as any 

professional services provided to the Company by an accoimting finn, other than chose 
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